Abstract: The aim of this paper is to study the determinants of inward foreign direct investments (FDI) at a multi-regional and
INTRODUCTION
Foreign direct investments (FDI) are a formally accepted macroeconomic measure of the productive activity of multinational corporations in foreign countries (Roach (2005) ; Alfaro (2016) . Being a considerable source of external finance with numerous positive externalities (Sghaier and Abida (2013) , they are regarded as strategic investments (Alguacil et al. (2011) , with influence on productivity and competitiveness of the receiving countries (Javorcik and Spatareanu (2009); Merlevede et al. (2014) . According to the international organizations which provide data (i.e. UNCTAD, OECD, IMF, World Bank), FDIs are defined as investments involving a long-term relationship based on the ownership of at least 10 percent of the ordinary shares or voting rights of a company by a foreign investing entity. Consisting of equity investments, reinvested earnings or intra-company loans, FDIs are seen as having a direct or indirect contribution to economic growth of the receiving countries (Quazi (2007) (2016)). Thus, there is a recognized need of research on this subject in order to reveal the sensitive and chancing aspects of FDI patterns which may help finding new valuable strategies for policy-makers seeking to attract FDI and to maximize their spillovers (Narula and Pineli (2016) ).
This paper aims to provide an actual assessment of the determinants of FDI. We analyse the recent tendencies of FDI on 75 countries during the period 2012-2015, taking into account the influence of institutional and macroeconomic factors mainly expressed by the degree of economic freedom of the receiving countries or by other indicators, and the significance of the applicable accounting principles of the host countries, International Financial Reporting Standards (IFRS) or non-IFRS.
This study distinguishes itself through the new dataset used in the empirical analysis, the specific selection of variables and the comparative approach: economic freedom index and individual components of the economic freedom index; multi-regional level of analysis and European level, offering an actual perspective of the main country-specific factors that influence the internationalisation decision of multinational corporations.
The paper is structured as follows: Section 3 investigates the main approaches regarding FDI determinants and their benefits for the global economy; . Section 4 discusses the results, and, Section 5 concludes providing recommendations for future research.
LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
It is considered that FDIs play an important role in the global economy because they have effects on both source and host entities, and also on their home and receiving countries.
Regarding investing entities, it is generally expected that they benefit from access to raw materials and natural resources, lower costs, market demand or higher productive efficiency (Lyroudi et al. (2004) ; Roach (2007) ; Kang and Jiang (2012) ; Nakano and Purevdorj (2014) , enhancing their development and performance. However, in their internationalisation process, multinational corporations also face difficulties due to various economic conditions and regulations, cultural perspective or geographic distance from their country of origin (Rugman et al. (2011) ; Nakano and Purevdorj (2014) . Thus, in the long run, gained competitive advantages should overcome additional costs caused by the liability of foreignness in order for multinational corporations to efficiently value their overseas activity.
From the perspective of FDI-receiving firms, foreign influence brings about financial support, technological progress, managerial know how, employee training, new distribution channels or other knowledge-related links (Quazi (2007) ; Lee and Rugman (2012) ; Sghaier and Abida (2013); Narula and Pineli (2016)). Furthermore, these advantages are expanded on the local economic environment, strengthening market competition, innovation and labour productivity, increasing global market access, creating job opportunities, generating fiscal earnings, reducing income and technology gaps between the host and receiving economy, and in fact, directly or indirectly, enhancing economic growth (Quazi(2007) Alfaro (2016) . According to Onwuka and Chaiechi (2013) , the positive effects may become effective if the receiving countries have adequate capacity to absorb (i.e. developed financial markets or qualified human capital). A well-functioning financial system is playing a significant intermediary role in enhancing positive influence on economic growth (Sghaier and Abida (2013); Nobakht and Madani (2014) ). Trade liberalization has the same effect on upper and middle-income countries (Nobakht and Madani (2014) . Furthermore, the relocation decisions are also determined by the quality of local institutional factors (Wang et al., (2013) ; Alfaro (2016)), foreign investors being interested in the safety and security of the investments, seeking stable economic conditions, legislative transparency and trustworthy political environments. Such country-specific characteristics may explain the ambiguity existing in literature (Azman-Saini et al. (2010)).
The way in which home countries are affected by FDIs depends on investments characteristics and country-specific factors as well, principal effects being reflected on exports, total production, domestic investments or employment (Kokko, (2006) ; Herzer (2008) ). Referring to the multiple circumstances that affect international investments, Cohen (2007) affirms that FDI flow can have positive, negative, neutral or uncertain effects on the investing and receiving economies.
Although the receiving economies are interested in attracting FDI, it is not only the quantity, but also the quality, that influences their effects on the host countries. According to Narula and Pineli (2016) , multinational enterprises have multiple motivations and organisational strategies based on which they undertake investments abroad, thus defining the quality and continuity of FDI flows. Following Dunning's (year of publication ?!) theory, the purposes of internationalisation strategies of multinational firms are market advantages and market dominance, natural resources and raw materials availability, performance increase or strategic assets access (Kang and Jiang (2012) .
Investment decisions of multinational corporations take into consideration the interests of parent companies and the characteristics of host regions, in terms of cost, localization, production facilities, human capital etc. The determinants of FDI found so far by the literature, are: market size, economic development, gross capital formation, corporate taxation, market openness, financial liberalization, trade liberalization, investment agreements, inflation, research and development capability, culture and geography, natural resources, labour costs and quality, physical infrastructure, economic stability, domestic financial system, return on investment, favourable growth perspectives, favourable investment prospects etc. (Quazi, (2007 As economic conditions are changing over time, Boateng et al. (2015) explained that the importance of FDI determinant factors and the investments patterns are changing as well. They recognised a shift in FDI literature from a microeconomic and industry-specific perspective to a renewed interest in localisation and market aspects, investments being oriented to a favourable economic environment.
Kang and Jiang (2012) studied determinant factors of Chinese outward FDIs and found that institutional factors such as regulative, normative and cognitive systems have significant influence on internationalization decision of multinational corporations. In addition to these, but not as important and dynamic as institutional factors, economic factors (i.e. natural resources, development level of host countries) remain significant for Chinese investors. Efobi et al. (2014) consider that institutional policies related to confidence in economic stability and development of the host countries are the main determinant of FDI inflows.
Using/Based on the institutional factors, Wang et al. (2013) define the ''rules of the game'' in shaping foreign activities of multinational corporations. Some institutional aspects are proxied by economic freedom or other indices reported by various organizations and institutions. Generally, the concept of economic freedom defines an economic system based on private property and free markets (Lawson (2008) ).
To the best of our knowledge, two sources of measuring economic freedom were found: The Heritage Foundation, which publishes annually the Economic Freedom Index, in collaboration with The Wall Street Journal, and The Fraser Institute, which determines the Economic Freedom of the World. These indices are based on a mixed assessment of quality of overall labour and property rights recognised by countries, with subcomponents referring to regulatory aspects, Thus, notwithstanding the specificities of such indices, country-specific institutional characteristics seem to have a significant influence on the inward FDI level, reflecting the absorbing capacity. This influence is expected to be positive, a higher degree of economic freedom expressing economic and political stability, openness and a favourable business environment for foreign investments.
Another important factor of the FDIs' inflows is the level of financial market development both in investing and receiving countries (Donaubauer et al., (2016) . Being an intermediary determinant of the FDI's influence on economic growth (Onwuka and Chaiechi (2013); Sghaier and Abida (2013); Nobakht and Madani (2014); Alfaro (2016) or having a direct effect on attracting foreign capital (Soumare and Tchana (2015) , developed financial markets help countries benefit from FDI spillovers and enhance economic growth (Javorcik and Spatareanu (2008); Alfaro (2016)), while helping foreign companies finance investments abroad (Alfaro (2016) ). Moreover, Soumare and Tchana (2015) demonstrate that there is a bilateral relationship between foreign investments and the degree of development of financial markets. As such, the financial markets development is assumed to explain the tendencies of inward FDI's, while attractin foreign investors who search for a regulated and transparent framework for their long-term investments.
According to Boateng et al. (2015) the macroeconomic determinants of the FDI are insufficiently studied. Villaverde and Maza (2012) noticed that in, the European region, inward FDIs are usually determined by the economic potential, labour market advantages, degree of technological development and market competitiveness of the receiving countries. Alguacil et al. (2011) explain that the amount and influence of attracted foreign capital varies across countries due to the income level, thus, a better economic position would be more promising to foreign investors. Asongu and Kodila-Tedika (2015) found that the growth in domestic product and real domestic output have a positive influence on attracted FDIs from emerging economies, while Boateng et al. (2015) prove that the productive capacity of host countries is positively correlated with FDIs inflows in Norway, high values of domestic product promising market competitiveness and development. Following these findings, a higher level of economic development is expected to be more convincing for foreign companies willing operate in a flourishing business environment.
Market-seeking multinational corporations take into consideration especially the market characteristics of the regions where they decide to extend their activity (Boateng et al. (2015) ; Narula and Pineli (2016)), market size being the most important factor of foreign investments made by industrial companies (Ramasamy and Yeung, (2010)). Increasing the attractiveness for the FDIs, market size reflects the potential demand for the products and services provided by foreign enterprises (Cuyvers et al. (2011) ; Gauselmann and Marek (2012) ). On the other hand, Villaverde and Maza (2012) found that market size does not enhance FDI inflows in Spain, suggesting that it can be justified by the strategic interests of the investments regarding exploitation of resources or other advantages, rather than market opportunities. However, generally, the market size is expected to be a representative factor of the location decision of multinational entities expanding their mostly consumer good's production and distribution activity abroad, mainly of those producing consumer goods.
It is broadly-accepted that multinational corporations are seeking for cheap labour force, but what happens with the the labour availability? In countries with high labour demand, people tend to easily accept job offers with lower benefits than in countries with more job opportunities (Boateng et al (2015) ), but this assumption is not empirically validated (Gauselmann and Marek (2012); Boateng et al. (2015)). Moreover, it was affirmed that foreign companies can even determine an increase in unemployment in the host countries due to business reorganisations or technological improvements of their production lines (Wang et al. (2013) . It is possible that the number of cases in which foreign companies reduce unemployment exceed, making human capital a strategic factor that influences foreign investments.
The extension of IFRS adoption on global level generated a great controversy regarding their influence on investment decisions of multinational corporations, especially in developing economies (Gordon et al. (2012) ). Lower information processing costs, lower information asymmetry and high-quality reporting generated by the usage of the same reporting standards both in home and host countries of foreign investments were seen as favourable for FDI inflows (Márquez-Ramos 2013)). The conclusion is that, in the long term, the applicability of the same accounting principles confer a better comparability and understanding of the worldwide business activities, a fact which would be beneficial for stakeholders.
Based on such evidence, we expect that all the aforementioned factors have a positive influence on FDI inflows of the recent period. Thus, the hypothesis to be tested is the following: H: The degree of economic freedom, level of financial market development and of economic development, market size, workforce availability and IFRS applicability of the host countries are significant determinants of inward FDI.
METHODOLOGY AND DATA

Worldwide FDI Overview
It is considered that studies regarding FDIs' determinants and their economic effects are highly important nowadays due to the increasing level of worldwide FDI flows and due to strategic policies of the host countries interested in attracting foreign capital (Azman-Saini et al. These results show that, recently, inward FDI were oscillating although domestic production was generally increasing. This fact raises the following question: what determined this variation of FDI inflows? Based on the aforementioned theoretical insights, we empirically test the significance of the identified factors on the inward FDI during the period 2012-2015, and, thus, we try to find empirical evidences for answering to this question.
Variables and data sources
A synthesis of the selected variables, their signification and their data sources are presented in Table 1 . As noted above, the institutional and macroeconomic characteristics of FDI receiving countries play a key role in internationalization decision of foreign companies. According to Azman-Saini et al. (2010), a higher degree of economic freedom attracts a higher level of foreign investments.
The Economic Freedom Index is based on 10 components referring to property rights protection, secure economic relationships and corruption limitedness, tax burden, government expenditures, conditions of setting up a business, labour market regulations, price stability and control, custom restrictions, investment constrains, and banking efficiency and financial sector independence (Table 1 ).
In our empirical study, we alternatively consider both the index and its components as independent variables which describe the institutional and economic environment, and thus, the degree of economic freedom of the FDI receiving countries.
Following For estimating the effect of IFRS adoption on FDI flows, we construct a dummy variable which expresses the applicability of IFRS in the analysed countries. This information was collected from the The IFRS Foundation and the IASB websites. The dependent variable is the FDI inflow included in The Heritage Foundation dataset.
In order to verify the influence of the selected factors on FDI evolution we perform a multiple linear regression analysis, based on the Ordinary Least Square method, testing if the models are appropriate and significant for our data (ANOVA FStatistics test) and if the implicit assumptions of this method are generally held. In order to study the discriminatory power of categorical factors on inward FDI observations we apply analysis of variance One-Way ANOVA (Jaba and Grama (2004).
Descriptive statistics of the selected variables
In order to test the hypotheses, we studied FDI determinants on a sample of 75 out of the 186 countries existing in The Heritage Foundation database, during the period 2012-2015, with the reported Economic Freedom Index for the period 2013-2016. Our dataset is designed based on data availability constraints of all variables during the entire studied period. S & P Global Equity Indices is reported only for a limited number of countries, those which have a financial market for which the index can be determined.
Our observations contain selected countries from the all six regions of the world defined in The Heritage Foundation database (Table 2) . Table 3 presents the descriptive statistics of our observations, overall or grouped by regions. Generally, a high level of heterogeneity of observations can be observed within regions and within overall dataset.
As it was expected, the mean levels of FDI inflows during the period 2012-2015 are higher in North America, Asia-Pacific, South and Central America, and Europe than in the other regions. The standard deviation values of FDI for these regions are high, especially in North America and Asia-Pacific, showing significant differences in FDI inward flows among the countries from these regions. The economic freedom index has, on average, high mean levels in North America, Europe, Middle East, and Asia-Pacific and lower levels in Sub-Saharan Africa and South and Central America, with an increased heterogeneity in Asia-Pacific and South and Central American countries. However, all regions are moderately free, with average values of the economic freedom index between 60 % and 70 %, North American countries being mostly free, with index mean values higher than 70 %. The hierarchical order of the mean values of population, per capita GDP, S & P Global Equity indices and unemployment rate are not similar, but may be partially correlated with the hierarchical order of regions with high mean levels of FDI inflows. However, uncertain evidences are noticed for S & P Global Equity indices. It has high mean values in North America and Asia-Pacific, but a considerable small level in Europe, this reflecting no significant variations of the activity of the European financial markets. Unemployment rate has also a particular distribution over regions, with high mean levels and high standard deviation values in Sub-Saharan African and European countries, unemployment being still a sensible problem of these regions. On the opposite side, Asian-Pacific countries register the smallest average rate of unemployment.
Regarding the accounting principles applicable in the observed countries, all European, South and Central American and Sub-Saharan African countries were applying IFRS in their financial reporting, completely or partially. Only few countries from the remaining regions do not apply IFRS.
For a better understanding of the concept of economic freedom and the aspects it relates to we analyse also its components. As it can be seen from Table 4 , on average, the weakest level of freedom is register by the freedom from corruption, this being still a big problem for the studied countries. Besides it, freedom of governmental expenditures and protection of private property rights are also constraining issues for the overall evaluation of country-level economic freedom. The highest level of liberalisation is achieved in terms of trade activities, followed by monetary and fiscal freedom. Standard deviation values of these indices indicate a high discrepancy among the granted economic liberties of the countries.
Looking at the differences between regions, there are considerable discrepancies between European, North American countries and the rest on almost all aspects covered by the components of Economic Freedom Index. This fact proves that these two regions are leading the world in terms of favourable conditions to foreign investments. However, regarding fiscal and governmental expenditures liberties, these two regions impose the highest constraints, while the Middle East and African countries are the least restrictive in terms of taxation and Asia-Pacific economies are the most flexible with their allocation from the state budget (Table 4) . For the first estimation, all variables were considered, the degree of economic freedom being measured by its index. As expected, based on the previous findings (Quazi (2007) , Kang and Jiang (2012) and Fofana (2014) ), the population size, per capita GDP and economic freedom index have a positive and significant influence on inward FDI . This indicates that in their decision to invest abroad, investors are seeking large and economically developed markets able to absorb their offer of provided goods and services. Furthermore, the investments are oriented towards countries with secure and stable conditions for doing business.
RESULTS AND DISCUSSIONS
Multi-regional inward FDI analysis
However, unexpected results were found regarding the financial market development proxy, workforce availability and IFRS adoption status, which are not statistically significant predictors of inward FDI. The lack of representativeness of financial markets factor can be imposed to investments in small domestic companies, unlisted on the financial market, or to a preference on bank financing.
The hierarchy of the factors, established based on the standardized estimated coefficients of the independent variables, shows that from the identified significant predictors of inward FDI, market size and the economic development effects have the highest explanatory power of FDI inflows. The contribution of economic freedom effects is significant, but has a more reduced contribution to the variation of foreign investments.
Repeating our estimation by replacing the economic freedom index with its ten components, we found that only fiscal freedom, government spending, monetary, trade and financial freedom are significant factors of FDI flows. This suggests that multinational corporations are mainly concerned about these economic and institutional aspects when they decide to extern their activity abroad. Relating fiscal freedom to the interest of companies to avoid high tax burdens, or governmental spending to the opportunities to benefit from special incentives, we may suppose that all these liberties are key issues that affect multinational corporations. Monetary, financial and trade conditions have the same effect as well. Regarding the other factors, similar to the first estimation, only market size and degree of economic development are statistically significant.
The proceeded estimations provide the same results regarding the influence of the tested factors on the FDI inflows. The goodness-of-fit tests show that the data is appropriate. As indicated by adjusted R Square statistic, the explanatory power of the second model is higher, , indicating that detailed components of economic freedom are more representative than the index. The standard assumptions regarding residuals and independent variables of the regression analysis were verified without suspicious evidences which can affect our results.
Results (Table 5) show that IFRS adoption status is not a significant determinant of FDI during the analysed period. The univariate analysis of variance of foreign investment flows shows that there are statistically significant differences in the mean levels of inward FDI between countries which apply IFRS and those which do not use these standards for their financial reporting (F Statistic = 28.985; Sig. 0.000). Contrary to the findings of Gordon and Loeb (2012) and Chen et al. (2014) , these results support those of Efobi et al. (2014) . Furthermore, the insignificant role of IFRS applicability for FDI evolution may be explained by the period of the study (i.e. 2012-2015), IFRS being already adopted by most of the analysed countries.
These results partially confirm the research hypothesis. Only the effects of market size factor, level of economic development and economic freedom of the FDI receiving countries are significant enough to explain the inward FDI variations during the recent period.
European countries inward FDI analysis
Taking into account the mean value differences of FDI levels among regions, we checked if inward FDI tendencies in European countries differ significantly from the other regions. Applying One-Way ANOVA analysis, this hypothesis was confirmed (F Statistic = 13.598; Sig. 0.000). As it was also noticed from the descriptive statistics analysis, the FDI's evolution in Europe has a particular pattern. Thus, the proposed determinant factors of foreign investments were studied only for the European region (Table 6 ). During the analysed period, IFRS are applicable in all European countries included in the dataset, thus , the variable IFRS adoption status has no meaning for this estimation. According to this estimation, the only significant determinants of FDI inward flows are the market size and the level of economic development of the receiving countries. In contrast to the previous analyses, the degree of economic freedom is not statistically significant. The results express economic freedom by its index. The test of its individual components showed no evidence of significance for none of the components. Moreover, it was suspected by collinearity problems and thus, it was not reported.
In an attempt to explain these results, we looked at the evolution of the economic freedom index and noticed that during the studied period, European region registered, on average, a constant degree of economic freedom. Figure 2 This study shows that, on the short-run, the primary factors of internationalisation decision of multinational companies are the market size and the level of economic development of the host countries. In addition, the degree of economic freedom is generally significant for foreign investments, but not for location decisions among European countries. Thus, these results only partially confirm the hypothesis since not all the identified determinants of FDI being representative.
CONCLUSIONS
This paper aimed to analyse the actual tendencies of multi-regional inward foreign direct investments based on their determinant factors.
Based on theoretical arguments and evidences from previous studies, a selection of 6 macroeconomic and institutional factors were identified as being representative for explaining the trends of FDI from the recent period. Reflecting capacities of the countries to attract and benefit from the foreign investments, these factors are the degree of economic freedom, the level of economic development, the level of development of the financial markets, market size, work availability and adoption of IFRS. Even if literature insights indicate contradictory results regarding all of these determinants of FDI, we expected them to be significant and to have a positive influence on the foreign investments in the recent period.
The empirical study conducted on a dataset of 75 countries from all the main regions of the world, during the period 2012-2015, shows that FDI inflows are positively influenced by the market size and the level of economic development of the host countries. Moreover, in the multi-regional analysis, the economic freedom was relevant for foreign investments decision, the individual components of the economic freedom index being statistically significant, thus explaining the variation of FDI inflows being through: fiscal conditions, liberty of governmental spending, monetary freedom, trade constraints and financial freedom.
In the case of the European countries, due to the generally stable economic conditions in the short-run, the degree of economic freedom effect was not found to be statistically significant for the analysis of inward FDI. From the financial reporting and information costs perspective, IFRS adoption status of the host countries did not significantly affect FDI inflows, IFRS being partially or completely applied in most of the analysed countries. However, a significant difference in the level of FDI from the countries which apply and which do not apply IFRS was noticed. The other factors related to financial markets, labour availability do not significantly influence location decision of multinational corporations which are extending their activity abroad.
This analysis suggests that location decision of foreign investment is determined by the macroeconomic conditions of the targeted countries and by their market size. Therefore, policymakers' competition in attracting FDI has to be mainly based on the enhancement of economic development of the countries.
Our conclusions are considered specific to the analysed context and reflect the key determinant factors of the FDI from the recent years. The validity of our results is limited due to data availability and methodological constrains. However, this study offers a broad base for internationalisation decisions of multinational companies and it can guide domestic companies seeking for foreign investors and governmental authorities.
